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Taiwanese investment constitutes the significant role of foreign investment 
in Mainland China; Taiwanese investment in Mainland China accounts for a 
rising percentage of Taiwan’s outward investment. This paper targets Taiwanese 
investors as the object of research, applies theoretical methodologies in regional 
economics, Western economics, international economics, economic geography, 
econometrics and statistics, and adopts a combination of theoretical and 
empirical methods, quantitative and qualitative methods and subjective and 
objective approaches to analyze major factors which affect the Location 
selection of Taiwanese investment in the mainland and the strong and weak 
points of the investment environment in different Location areas in the mainland. 
On one hand, this paper provides references for government at all levels in their 
efforts to improve the investment environment and attracting Taiwanese 
investment, and on the other hand, the paper offers some relevant information 
for future Taiwanese investment in the mainland, and brings about a win-win 
model in making investment and attracting investment. The paper contributes in 
the following ways: first, it examines the Location preference of Taiwanese 
investment in the mainland and the investment environment of different areas in 
the mainland from the standpoints of both the investors and the investment 
recipients; second, it combines industry types with Location selection to probe 
the preference of Location selection of different Taiwanese sectors in the 
mainland; third, it investigates the intrinsic reason of the formation of regional 
cluster of Taiwanese investment in the mainland.  
Through analyses, this paper arrives at the following conclusions: 
Firstly, the Location selection of Taiwanese investment in the mainland is 
mostly affected by the “cluster market factor” and the “investment environment 
factor”; areas score high are the Yangtze River Delta, the Pearl River Delta, and 














Secondly, in terms of Location selection, traditional industries and 
high-tech industries share some common features and have different preferences 
in respect of market, labor force, infrastructure facilities and cluster factor. As 
future distribution of high-tech industries are susceptible to the strong impact of 
the cluster economy, its diffusing effect will not be apparent, whereas traditional 
industries, attracted by labor force and local markets, will gradually favor areas 
in central and western regions with comparatively full range of supporting 
facilities.  
Thirdly, the clustering features of Taiwanese investment in the mainland 
have come into being under the influence of a multiplicity of factors. As whether 
related industries are complementary in nature is a major factor, industry cluster 
tends to be a superficial feature of the industry network, which is the intrinsic 
driving force of the formation of the industry cluster.  
Fourthly, analysis results of China’s Statistic Yearbook 2004 indicate that 
advantageous Location locations in the mainland’s investment environment are 
mostly concentrated in coastal areas; however, the preference of Taiwanese 
business people has exhibited some new characteristics. Investment by 
businesspeople in South China is approaching the point of saturation and 
therefore investment willingness is on the decline; Taiwanese business people 
are generally satisfied with the investment environment in East China, but they 
favor second-tier cities around central cities; some central cities in inland 
regions are increasingly attracting the attention of Taiwanese business people; 
North China is the later bloomer in attracting Taiwanese investment.  
Fifthly, the regional characteristics of future Taiwanese investment are as 
follows: the Bohai Sea Rim Economic Zone will become the next focal point of 
Taiwanese investment, especially the electronic information industry, which will 
intensify investment strength; the regional cooperation of the “Pan-Pearl River 
Delta” will cause Taiwanese business people to eye neighboring provinces and 
cities; the operating costs in the Yangtze River Delta will continue to rise, which 














of the central and western regions is on the rise and will be able to become hot 
destinations for Taiwanese investment in the foreseeable future, . Meanwhile, 
energy and labor supplies in eastern and southern coastal regions will affect the 
next round of Taiwanese investment.  
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